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6 March 1978 iQy 
L 1 


OGC Has Reviewed 


MEMORANDUM FOR: See Distribution 


STATINTL ice ol Legislative Counsel 


' SUBJECT: H.R. 10691, the International Development Cooperation Act 


for the oversight, s 
10 March 1978.. 


1. Section 792 on page 160 would repeal the Foreign Assistance 
Act of 1961, but not as amended. Since the companion bill in the Senate, 
S. 2420, repeals the Act as amended, we believe the omission in the House 
version was unintentional. In effect then, the draft legislation would 
appear to repeal the Hughes-Ryan amendment (section 662}. The question 
is, do we engage in any of the activities or programs covered by the bill? 
In other words, if a provision of this bill constitutes the sole authority-- 
by its specific language--for a certain activity, and if we engage in such oe 
activity, then we would seem to fall within any reporting or possibly i 
other requirements applicable to that activity. Also, if we engage in a part-_ 
icular activity authorized in this legislation, and if we would report it 
now except for the confidential nature of the activity, then arguably we 
would be subject to applicable requirements made applicable by this bill. 
Most of the specific provisions in the bill, however, are couched in terms 
of activities pursuant "to this Act" without mandating that such activity 
or activities may be conducted only under authority of this Act. 


2. Section 781(a) (3), however, requires that an annual- report be 
made to Congress covering the status of each Joan ofeach sale of defense 
articles made under this Act or any other Act authorizing intemational 
security assistance. What problems do you foresee with this provision? 
Please review other provisions and advise if Agency activities fal] 
Within their purview. 


Pee 
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IN THE HOUSE OF REPRESENTATIVES : 


Fesrouary 1, 1978 


Mr. Zasrocx1 (for himself, Mr. Fascerz, Mr. Fraser, Mr. Hastrron, Mr. 
Hanrntneron, Mr. Frypiery, and Mr. Win) introduced the following bill; 
_which -was referred to the Committee on International Relations 


A BILL . 

To promote the foreign policy, security, and general welfare of 
the United States by assisting peoples of the world in their 
efforts toward economic development by -establishing the 

- International Development Cooperation Administration, and 
for other purposes. | i 


Be it enacted by the Senate and House of Representa- 


Do et 


tives of the United States of America in Congress assembled, 


3 That this Act, together with the following table of contents,’ 


puts 


may be cited as the “International Development Coopera- 


5 tton Act of 1978”: 
TABLE OF CONTENTS 
CHAPTER I—POLICY 


See. 101. General policy. 
See, 102. Development. assistance policy. 
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zy sent of the Senate. Each Assistant Adina rte shall be 1 
2 compensated at the rate provided for at level IV of the Ex- 9 

3 ecutive Schedule under section 5315 of title 5, United States 3 
4 Code. The Administrator shall designate the order in which | 4) 
5 the Assistant Administrators and other officials shall act for 5 | 
6 ‘and perform the functions of the Administrator during the 6 

7 absence or diceiliey of the Administrator, Deputy Admit- | 7 

8 istrator, and ‘Associate Administrator or in the event of : ae 

9 vacancies in any of those offices. . . © | 9 { 
10° = Src. 702. Coorpry.attoy.— (a) The President shall | 10 f 
11 establish a Development: Coordination Committee which a ¢ 
12 shall advise him with respect to coordination of United States 12 ; 
13 policies and programs sfectng the development of the. de- a a 
14 veloping countries, ‘including programs of bilateral and | 14 . 
15 ‘multilateral development assistance. The Committee shall 15 4 
16° include the Administrator as Chairman, and representatives 16 th. 
“17 of the Departments of State, Treasury, Commerce, Agri- 17 dis' 
18 ‘culture, and Labor, the Executive Office of the President, | 18 thi 
19 and other executive departments and agencies, as the Presi- 19 

20 dent shall designate. 20 tor, 

21° (b) Nothing contained in this Act shall be construed 91° ent 

22 to infringe upon the powers or functions of the Secretary of 22 held 

230 Ad 


23 State. 


» OE SEC. a Provisions.— gy) To the oa es 
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nant ecd by this Act, the rs] or any officer or 
employee of the Administrator may exercise, in carrying out 
the functions so transferred, any authority or part thereof 
available by law, including appropriation Acts, to the of- 


ficial or agency from which such function was transferred. 


(b) The Administrator may from time to time promul- 


-gate such rules and regulations as may be necessary to 


‘carry out any function conferred upon the Administrator by 


this Act and may delegate authority to perform any such 
functions, including, if such delegation so specifies, the au- 
thority successively to redelegate to subordinates. © ~ 


(c) The Administrator is authorized to establish, alter, 


— consolidate, or discontinue such organizational units or com- 


ponents within the Administration as he may deem to be 
necessary or appropriate. Such authority shall not extend to 
the abolition of organizational units or components estab- 
lished by this Act, or to the transfer of functions vested by 
this Act in any organizational unit or component. | 

(d) There are hereby transferred to the Administra- 
tor, except as dtherstee provided in this Act, the offices, 
entities, functions, property, records, hesetss and liabilities 
held by the Agency for International Development or the 
Administrator thereof immediately -prior to the effective 
date of this Act. 


(e) (1) Subject to the provisions of this section. the 
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President, for a period of four years after the date of enact- 
ment of this Act, may transfer to the Administration any 
function (including powers, duties, activities, facilities, and 
parts of functions) of any other department or agency of the 
United States, or of any officer or organizational entity 
thereof, which relate primarily to the functions, powers, and 
duties of the Administration as “pres scribed by this Act. In 
connection with any such tr ansfer, the President may, under 

this section or under other applicable authority, provide for 
appropriate transfers of records, property, personnel, and 


funds. 


(2) Whenever any such transfer is made before Jan- 


uary 1, 1979, the President shall transmit to the Speaker 
of the House of Representatives and the President pro tem- 
pore of the Senate a full and complete report concerning 
the nature and effect of such transfer, 

(3) After December 31, 1978, no transfers shall be 
made under this section: until— 

(A) a full and complete report concerning the 
nature and effect of such proposed transfer has been 
transmitted hy the President to the Congress, and 

(B) the first period of sixty calendar days of 
regular session of the Congress following ihe date of 


.. receipt of such report by the Congress has expired awith- 
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tion stating that the Coneress docs not favor such 


transfer. 


(1) Notwithstanding any other provision of law, an 


employee of the Agency for International Development, 


disability system under title VIII of the Foreign Service Act 


of 1946, and who is otherwise eligible for retirement under 


that system, electing to retire at any ‘time during the first 


fiscal year beginning after the date of enactment of this Act, 


shall have his annuity computed on the basis of his highest 


year of basic salary rather than the highest three consecutive 
oa gave fu: = 
SEC. 704. OPERATING EXvrnsrs.— (a} Funds shall be 
authorized to he appropriated hy the Congress on an annual 
basis— . 
(1) for necessary operating expenses of the Admin- 


istration ; and 


. 


(2) for increases jac Gara pay, retirement, and 
other employee henefits authorized by law, and for other 
nondiseretionary costs of such Administration, ; 

(}) Amounts appropriated under this section are au- 
thorized " remain available until expended. 
Trere TI—Prrsoxner 

EMPLOYMENT or 


Smee, 72. 


PERSONNEL IN THE 


Unirep Srares.— (a) The Administrator js authorized to 
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| SUBJECT: (Optional) 


7 STATINTL 
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— eae of Personnel 


{Officer designation, room number, and 


TO: DATE 


EXTENSION 


NO. 


DATE 


~? MAR 1978 = 


COMMENTS (Number each comment to show from whom 


building) OFFICER'S 
eiccirde | teewannee INITIALS to whom. Draw a fine acrass column after each comment.} 4 
Bruce, 
sistant for Information, | Restricting otrselves to 
= DDA paragraph 3 of Yvonne's letter: 
STATINTL You will/see from the 


3. 


_ 


attached lettef dated 11 November 
1977 that the Agency took a strong 
position in support of the effort 
at that time to get the "high one" 


I believe you can use our position 
at that time to express our support 
to be included in the current AID 
effort to achieve this "high one’ 
concept. 

Since the AID bill would 
limit the proposal only to those 
participating in the Foreign 
Service Retirement Act, I don't 
‘1see how we can broaden the concept 
to include all Agency employees, 
because to do so would require an 
jamendment to the Civil Service 
.fRetirement Act. Consequently, OLC 

should indicate to OMB our fullest 
1 *}|support for the AID legislative 
attempt and that OMB consider 
expanding that attempt to include 
the CIA Retirement and Disability 
System. In addition, OLC might. 
{test OMB to see if the Agency 
could be treated as a single unit. - 
for this purpose based on our 
belief that all Agency employees 
encounter similar characteristics 
of employment; i.e., security 


[ie for computing annuities. 


J 


PALI 
USE PREVIOUS 
EDITIONS 


FORM 
3-62 


é] SECRET 


a CONFIDENTIAL 


restraints, anonymity, etc. 

I doubt that such a view would 
prevail, but at the very least 

I would want CIARDS participants 


eet STATINTL 
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Washington.D.C. 20505 


41 NOV 1977 


Honorable James T. McIntyre 
‘Acting Director, Office of Management 
and Budget 

Executive Office of the President 
Washington, D. C. 20503 


Dear Mr. McIntyre: 


At the conclusion of the meeting with you on 8 November 1977, 
you asked for comments on the proposal to provide an annuity computed 
on the basis of "final salary" or "high-one salary" for certain 
employees whose pay has been statutorily limited. 


In submitting our comments, let me first say that we fully - 
support the reasons set forth by Mr. Campbell in his letter of 
22 September 1977 to Mr. Lance, which was distributed prior to 
our meeting with you. 


With specific reference to the impact of the proposal on this 
Agency, there is little question that a number of our supergrade 
employees are remaining on duty for the purpose of improving their 
ultimate retirement annuity. Many of these employees could retire 
immediately, although we doubt that all would. To the extent that 
some should retire soon, the Agency's ability to promote mid- and 
high-level managers to positions of higher responsibility would be 
greatly enhanced. For some time our Director has expressed deep 
concern about the Agency's rate of promotions, which overall has 
fallen, and he is striving earnestly to ensure that deserving 
employees have the opportunity for advancement into these higher 
level positions. This is obviously made more difficult because of 
the understandable desire of supergrade employees to remain on duty 
in order to improve their retirement annuity. 


The proposal would also restore to the Agency's top managers | 
a degree of phased retirements of senior-level officers which would 
permit timely development and implementation of succession planning, 
development and advancement. Moreover, we believe that the proposal 
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would dilute the serious impact of a mass exodus of senior-level 
employees which might take place in February 1980 when the maximum 
annuity benefit of current salary levels has been achieved. 


We have also a more immediate reason for supporting the 
proposal. As you know, our Director has ordered a reduction in 
the size of the Agency's Directorate of Operations. Affected are 
some supergrade-level employees who, for reasons beyond their 
control, will suffer interrupted employment. This will also deny 
them the opportunity to build their "high three'' and their retirement 
annuities. The proposed legislation would serve to minimize greatly 
the hardship of these employees. 


We recognize that there are some adverse implications to the 
proposal: On cost and for the reasons stated during your meeting, 
we would support either the one-time or two-time opportunity rather 
than open-ended legislation in view of the dramatic dollar savings 
that a limited opportunity achieves. Further, we acknowledge that 
' the proposal might be viewed by the public, not clese to the Washington 
area where the situation of supergrade employees is more fully under- 
stood, as preferential treatment, and that even though offered on a 
limited basis, a precedent will be established which could create- 
pressures for similar action in future years. 


We have considered seriously the risks and disadvantages of | 

the proposal. When measured against the advantages -- in terms of 

' our fundamental and significant managerial concerns -- our view is 
to support the proposal. 


We urge, therefore, that favorable consideration be given. 
If, of course, some other means can be devised to achieve the same | 
end; i.e., that of encouraging these employees to accelerate retire- 
ment, we would be pleased to comment on such proposals. We regret 
that we have no alternatives to submit. 


Sincerely, 


7s/Sohn F. Blake 


John F. Blake 
Acting Deputy Director 
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Honorable James T. McIntyre | . | i? 


Acting Director Office of Management 


and Budget \t 
Executive Office of the President ly ‘ 
Washington, D. C. 20503 | ; : 


Dear Mr. McIntyre: 

This is in regard to our recent discussions relative to considera- 
tion of various legislative proposals directed at the elimination of 
dutictpated problems brought about by the disincentives for retirement 
by large numbers of those Federal employees whose rate of pay was. 
established at the maximm by the February 1977 increase in Congressional, 
Judicial, and Executive schedules. Many employees in.these categories 
can now be expected to defer retirement until they: maximize their high 
Gime average salary--which will not be fully realized until February 
1980. | 

The adverse impact of the status quo brought about by the anticipated 
severe reduction in. the normal patterns of retirements of senior level 
employees on the timely experiental development and advancement of the 
qualified SucceSsor-group , including the developmental opportunities 
for women and minorities in management positions is clearly evident. 

There are equally adverse effects in those agencies faced with reduction- 
in-force actions. 

Both affirmative and negative ramifications are inherent in each 


of the possible courses of action explored and discussed. 
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The essentiaNy adverse impact of maintaining the status quo 
situation prescribes that some form of legislative relief be sought 
with the recognition that negative effects will accrue in any of the 
options that appear to be realistically available at this point. 

' Of the various proposals discussed we support a basic legislative 
proposal along the lines of that submitted by the Chairman of the Civil | 
Service Commission but modified in the face of the cost estimates 
presented, to limit aeplication for the period February 1977 through 
February 1978 and to include only those employees whose pay rate in 
February 1977 was fixed at the maximm of $47,500. The advantages of 
this legislative proposal are: | 

a. It will restore a degree of phased retirements 
of senior level officers, and permit timely 
implementation of planned successor- group 
development and advancement. 

b. It will preclude the anticipated "bunched" retire 
ments of a large number of senior level employees 
in February 1980. 

c. It will permit the realization of affirmative 
action planning for the career development and 
advancement of women and minority employment. 

d. It will strengthen the Agency's capacity to attract 
and retain highly qualified and competent mid and 
and lower level employees essential to fulfilling 


the Agency's missions. 
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Negative aspects of the proposal: 


a. 


Computation of annuities on the basis of the high 
Single year vis a vis the three year average pay 
will increase the cost to the retirement fund. 
Institution of this authority for a selected group 


of employees can be expected to be perceived by 


‘tthe public as well as other employed groups as 


preferential treatment. 

Institution of this authority for a selected group 
will establish a precedent which might be argued 
as applicable for any other group with or without 
comparable justification. 

Would result in the loss of Services. in the same 
time frame, of large numbers of the most senior 
and experienced managers within an agency. 


Sincerely, 


John F. Blake 
Acting Deputy Director 
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. . JHE IMPACT OF HIGH-ONE 


This is the response to a query by DD/Pers concerning the possible 
impact of "High-One"™ on the Agency. Recently proposed legislation 
would base annuity computations on the high single year in the case of 
those employees on the executive schedule and those others whose pay 
is limited to a specific level of the executive schedule. In practice, 
this would be available to all employees whose pay has been frozen to 
the EP-5 level. Specifically, it would apply to all retiring employees 
of grade 15, step 7 and higher, as of dates inmediately preceding 
1 March 1977, the date of the last pay increase for executive schedules. 
It would not cover retroactively employees already retired. 


To apprehend how this might affect the Agency, it is useful to 
survey the pattern of retirements in recent years. During FY 1976, 


there were 97 separations, almost all retirements, of personnel GS 15-18. 


During FY 1977, the separations in this grade range dropped to 61. . It 
is a plausible assumption that the decline of 36 represented senior 
employees who wished te build up their annuity by serving a year or more 
at the new significantly higher salary for senior grades. Some of these 


might be ready to retire after an additional year without the ''High-One"’. 


Most would take advantage of the High-One" if offered. 
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| A SILL : 

a t 
To lesaan the effect of statutory pay Linttations on the : 
retiremant of certain executive amployeces. . 

1 3a it enacted by the Senate and House of Ravrasentatives of the ; 
2 taheed States of Anerica in Coucreas assembled, that section 5336 : 
3 of title S$, United States Code, is anended by adding the following ‘ 
‘ new subsection! - ener et e Rte. fq ae a P 
5 : ad : 7G) An exployee who is ‘eoparated with ticle to an casnatey : 
co OS i shall ba ancitled to an anauity evopated under saction 3339(a) : 
2 7 : ot this title if be or jhe a at ae - a , 4 
a :  @) vas ) pasa w at a rate of | pay y subsect ae ‘adjusexent i 
9 . - ; : wader section 225 of the Feceral Salary Act | of 1967, . : : 
10 | a _ Public las 90-206 ea TS. Co 5h et. ca or (3) at 3 ; 
1 . zsh 7 ' gate ai to a rate subject to adfusteeat under guch ey 
b 2 ake section 225, - (ce) at a rate affected by the linitaticn . | 
3 : se rates of pay that may be paid under sections 5303 or : 
14 | a ($363 of this dicta: or other giatlar statute, deenedtavaty a 
a5 7 es | prior to the effective date of @ pay incraase authorized ' 
16° ss wmnder gueh sectfon 225 or under Title II of Public Law ‘ 
17 oa oe 94-82 (39 scat, 419), | , | 4 
19 4 (2) was separated after the effectiva date of the laa j 
20 | preceding pay Increase authorized under such statutes." 
21 See Ze Seeeica $339 of title ae Uaitad States Coda, ia ~~ i 
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amended = 
(1) by inserting in nchgenkise (£), inmedfately after 
“subsections (a)—(e), the followings “and (n)"; 
(2) by striking out of subsection (h) "subsections (a), 
(b), and (f£)" and inserting in lieu deneaye the following: 
. ' ; "aubsections (a), (b), (£) and (n)". 
| (3) by inserting in subsection (1), immediately after 
ae “eubsections (a)=(h)", the followings Mand (n)"3 
. 3) by inserting in subsections (4) and (kr) (2), 
immediately after “eubsect tons (a) ion each tine it appears. 
the f followings “and ars oe 
ve @) by inserting in cubsection o, “imedtately after 
“oubsections (2)- -(k)," the follovings Mand hee es 
(6) by inserting in 1 subsect ton @, tmedtately after 
"subsections (a)- -(e)", the followings "and (n)"; and 
(7) by adding at the end thereof the following new 
subsection: ae *, ia Oo | 
| —™@) The annulty of an employee retiring under section 8336(h) 
” ‘of this ticte is computed under subsection (a) of this section 
: except that for purposes of conputation "average pay" shall 


‘\ 


mean the greater of — ee 
: te 


Q) the ‘final salary of the | exployee pened ata one 


to gepacations or 


-@) the high~3 average pay aa defined in section 8331(4) 


_- of this title. i : ae 
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Sec. 3. (a) Section $3341 of title 5. taises States Coda, is 
amended = | . 
(1) by inserting in subsection (b)(1), iusadiately after 
“section 8339(a)-(1)", the followings "and (n)"; and 
. (2) by striking out of subsection (a) “section 8339(a)-{£) 


oe and qa" and Insert ing in liew thereof the following: 


5 Section 83460) ) @) of such title ts amended by 
ae ert ing out and qa" mea insert ing in Laie: thereof "aH, and {n)™. 
“The ‘snendnents nade oy Ehts eas shall cake effect on 


and apply t to exployees Fetiring « on oF after ‘the date of enactment 


Is 


i‘: of thts Act and includes those vo were » receiving pay at ‘the maxi~ 


~ “mum Linitea ‘rate ‘tmediately prior t to ‘arch Ly 1977, ‘the effective 


wy Be ode 


5a data of the last. preceding pay inerease authorized under section 


225 of the Federal | Salary Act of 1967. ae z ae 2S 


a 


oa 
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:. Beetenat ac ae 


a : caus 1 teviles ‘that ‘the eraetie ou ee to yall ‘Fedaral . 
.. enployees under the Executive Schedule or paid at Executive Schedula ee ue 
- Yates under othar lavas. Executive Schedule enployees ara paid at a- 


| single fixed rate, subjact to adjustuent at 4~year intervals under | 
'° geeetion 225 of the Federal. Salary Act of 1967, Public Law 90-206 © ~~. 

+ (2 U.S.C. 351 at. seq.) oF to adjustimant under Titla If of Public Lav 
poeens The draft bill would: also apply to Faderal exployees under --., 

7 Watatutory paper’ as: defined in section 5301(c) of title 5, 9007 

. Png whos pay is fixed by adainiatra~ ey 


(2) bis or her aeparazion. Geéurs ‘after che, \ateceive. data’ of ‘the test bee 
'. preceding pay increase authorized under such statutes. Section 225 <0 
of the Federal Salary Act of 1967 authorizes inereagea avery 4 years (2 


dn mmounts recomended by ‘the President imlese the President takes no ot 


S action, or unlese either House of Congress votes. againet the presicent ® i 


ae Public Lass ‘ois authorizes @ corresponding rease 


ate _subject to adjustaent under such section 225 whenever rates of pay ae me 


~< undar statutory pay systems are increased under’ the provisions of 


” section 5305 of title 5, Uaited States Code (Federal Pay Comparability). 
- . However, Congress has excluded thesselves and all exployees whose rates 
' of pay are subject to adjustwent uuder section 225 from tha provisions 


'.  @f Public Law. 94-32 for the October 1977 increase only, and cous. cone ae aides 
oe bazetercad pass wach exclusions for waruce Chapin Se Re ee 


Thus, all aang cndex! the ‘geacetive Schedule who ‘becoze eligible: Fan ae 


for an immediate annuity would under ordinary circumstances hava an 
opportunity each year under P.L. 94-82 and each 4 years under section 
225 to increase their snnulty substantially. The sasea opportuaity 
would apply to those supergrade or other segs Anes Sol now er in the 
future attain the atetted ee Fata. VERSES gS at ee is ce 


Se eos he 
: wo * : : + tet ~ re vee 
ein tac SESE, 2 Dosuas gts non 
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Section 2 of the draft ball contains technical amendments of genaral 
applicability co section 8339 of title 5, United Staras coda and also 
the computation formula, in new subsection (2), for euployeas ratixing 
under the draft bill. Subsection (n) provides that the annuity of an 
. employee retiring under section 8336(h) [as added by rhe draft bill] 
@nall be cowputed under the general formula except that for purposes 
shall mean the final salary or the hish- 
- pay ~~ whichaver is greater, ' The high-3 averags Pay could © 
: pesaldly be greatary for a superzrade employee who had praviously 
-- saxved in a posttion under the Bxacutive Schudula and it ig not the 
~”. intent of the drafe bill to deny a benefit to 
‘Otherwise be entitled. 
~ ai ee cae a : oon 
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September 22, 1977 


Honorable Bert Lance ne a ; : 
Director, Office of Management and Budget 

Executive Office of the President 2 
Washington, DB. C. 20503 — 


Attention: Assistaut Director for 
Lagislative Reference 


Dear Hr. Lance’ 


This is in reply to your request for the Comission'’s views on. the 
Departaent of Defense craft bill, "To pexmit Civil Service cugloyees 

in the grades of GS-15, GS~26, GS-17, C5-18, or level V of the Rxecue - 
tive Service whose rate of basic pay was limited by Sectioa §303 of 
title 5, United States Code, to the rate of level V of the Executive 
Schedule during the twomyear period prior to Septenber 1, 1976, to 
‘compute their retirenent onnuity on the basis ex the highest rata 

earned in 1977, rather than on the basis of averaging the rate of 

basic pay earned over any 3 consecutive years of ereditadla sarvice.™ 


The effect of the proposal would be to superseda 5 U.S.C. 8331(4) to £ 
allow affected eligible anployces retiring optionally before January 1, | : 
1979 or involuntarily befora ifarch 1, 1980, to have their retirenent : 
nuities computad on the bavis of the single highest. rate of basic pay 
achieved during calendar year 1977, rather than on the basis of the 
normal high three year average ratee Optional retirement under euch F 
provision would have to be requestod by an employee between November 1, 
' 4977 and January 31, 1978. : ae 


ae yy en 


The druft bill ig in responea to the March 1977 increase in Congrea= 
sional, Judicial, and Executive salaries, rates of compensation which 
had been effectively frozen for the previous eight years, ue to tne 
imposed ceiling, the March 1977 pay adjustment clearly does represent 
a formidable disincentive for affected employees to ratire at the 
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present tine. We concur with the reasoning behind the draft bill; that 
those eligible employees who would legitimately prefer to retire, might 
be Inclined to rerain on the job sinply for the purpose of? naxinizing ] 
their high three year average salary for annuity purposes. In addition, 
we are aware of the impending reduction-in-force which the Deparment of 
Defense will be facing early in 1978. The combination of thesa factors 
will tend to impact severely, on the recent gains which have been ex 
perienced in the area of equal employment opportunity. As the Commission 
is interestad in, and committed to, encouraging the carear developuent of 
women and minoritics in management positions, we would favor some appro= 
priate means of renoving the aforementioned disincentive for retirement. 


In this light, we have prepared a substitute proposal which is attached 
to this letter. We believe that our substitute achieves the desired end 
in a more efficient manner than the Defense proposal. Essentially, our 
proposal would provide an annuity computed on the basis of Final salary 
to eny civil service employee whose rate of basic pay was limited by 
section 5308 or 5363, of title 5, United States-Code, or other applicable 
statutory authority, prior to a pay Increase and who retires at any time 
subsequent to the effective date of that pay increase. We consider this 
alternative attractive for several reasons:. ; 


i. It removes the disincentive to retire at any given tine, 
rather than just during a short period following the last 
lifting of the statutory limitations on pay. The method 
of increasing executiva pay, at irregular intervals and 
by substantial increments, causes a special problen for 
these employees with regard te the high three year averaze 
salary provision of the retirement law, There is a com 
pelling reason for them not to retire immediately after a 

“pay increase, which the great majority of employees, whose 
pay is increased regularly ond nore gradually, do not share. 


-2. It mitigates against the adverse effects of a reduction= 
in~force on EEO advances. fy allowing senior executives 
to retire Immediately on annuities computed on the basis 
of the maximm forseeable benefit, considerably fewer re~ 
ductions would have to be sustained by the sore junior 
managers, who are, in many cases, women and minorities. 


3, it provides for continued effective agency operation. 
By encouraging imminent retirements, it serves to pro- 
‘tect those tdd and lower level managers who are important 
to the agency's future, and who misht otherwise be lost in 
a reduction-in-force situation. : 


~~ 
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4. It tends to make pay a neutral factor for an employee 
considering retirenent. ; 


Wa recognize that enactment of legislation along the Lines suzcested 
might precipitate the retirenent of certain individuals whose services 
are not readily replaceable, and who would otherwise continue on the 
job. However, balanced against the stated advantages of the proposal, 
wa believe that the risk involved is an acceptable one. 


In our judgment, our substitute proposal is preferable to the original 
Department of Defense draft bill. While the goals are basically the sane 
in each case, we believe our substitute offers a nora efficient and equit~_ 
able means of attaining them. Accordingly, we urge that our substitute 
bill be supported in lieu of the Defense bill. A complete legislative 
packaje for submission of our proposal to the Congress has been prepared. 


At the end of 1976 there were about 21,600 Federal esployees who were 
affected by the pay freeze. Of these, thera are. approximately 4,100 who 
would be eligible to retire voluntarily at final salary, We have no vay 
of knowing how many of those eligible to retire under this preposal would 
do so, but certainly all would not. Addad retirement costs would result 
for those who would choose to retire earlier than they would have in abe 
sense of the proposal, but we do not believe that the total cost would be’ 
substantial, We are obtainitig data on retirement patterns so that the 
costs of thea various proposals can be Poe analysed. We expect to have 
cost Steere by Septenber 30. : 

Attached are copies of identical letters with which the Commission ele Sag 
to submit to the Speaker of the House and the President of the Senate th 
referenced substitute draft lezislation. Wea shall avpreciate your ioe 
_us whether there is any eneecrees to euoaseeron. of the draft Pegteseb ions as 
| proposed. , : i Sanpete 


_. By @dreetion of the besieeteat 


Sincerely yours, 


| iy A Cin, det? 
Alan K. Campbell 
Chairman 


Enclosure 


RD:RET:GWood:djl 9/19/77 
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Honorable Thomas P. O'Neill 


Speaker of the House of Representatives 


Dear Mre Speakers 


X subait for the consideration of Congress, and recomend favorable 
action on, the attached draft bill to lessen the_effect of statutory 
pay limitations on the retirement of certain executiva enployees 


under the provisions of the Civil Service Retirement law. 


Under current law, civil servica retireuent annuities are computed on 
the basis of a high three year avaraye salary and.length of service. 

For tha great majority of enployees, whose pay is increased by gradual 
amounts at regular intervals, the average salary component in the compu= 
tation is not a critical element in the tining of retirenent. WNowever, 
for executives whose pay is limited statutorily, suite the opposite is 
true. Their pay is adjusted irregularly and by substantial anounts. 
Consequently, for then, the timing of retirement is intimately related 
te the average salary factor, dua to its fluctuant nature. Tha normal 
operation of the retirement law produces a formidable disincentive for 
these employees to retire within three years of a pay adjustment. This 
situation which restricta the flexibility of the agency as well ag the 
employee, and which is currently beings experienced, takes on an added 
dinension when an agency becomes subject to @ reduction~in-force, In 
‘guch a case the retirenent law acts to thwart the preferences of asency 
‘Management by encouraging the most senior executives, who might other= 
wise be willing to ratire, to remain en the job simply for the purpose 
of maximizing their avaraze salary for annuity purposes, while those 
with lower retention rights, who are being counted on to play important 
roles in the ayency's future, must be released. Often, this latter group 
contains many women and minorities who have recently benefited from equal 
employnent opportunity prograns,. 


Ia lisht of the above, we believe that the disincentive for senior execu- 
tives to retire wust be elininated, and we hava desizned our proposal to 
that purpose. Essentially, our proposal would alter the retirement law 


to provide an annuity computed on the basis of final salary to any civil 


Approved For Release 2002/08/28 : CIA-RDP92-00455R000300040013-5 


_ ’ Approved QP ease 2002/08/28 : Cla-RDP92-0044§§00300040013-5 


2a 


service employee whose rate of basic pay was statutorily limited prior to 
a pay increase, and who retires at any time subsequent to the effective 
date of that pay increase, te believe that our proposal represents an 
effective and equitable solution to this problem 


We recognize that enactment of legislistion along the lines suggested 
might precipitate the retirement of certain individuals whose services 
are not readily replaceable, and who would otherwise continue on the job. 
However, balanced against the advantages provided by the proposal, we 
believe that the risk involved is an acceptable ONGe 


At the end of 1976 there were about 21, 000 Federal saplavens who were 
affected by the pay freeze. Of these, there are approxinately 4,100 
who would be eligible to retire voluntarily at final sulary. We have 
‘mo way of knowing how many of those eligible to retire would do so, but 
certainly all of those eligible to retire would not. Added retirement 
_ costs would result for thoge who would choose to retire earlier than 
they would have in absence of the proposal, but we do not believe that 
the total costs would be substantial. We are obtaining data on retire= 
ment patterns so that the costs of this PrGpoees can be fully developed 
eae submitted at a later date. 


Wa urge that prompt attention be given to this proposal because of the — 
exitical nature of the aforementioned problem for agencies, such as the 
Department of Defense, for which major reductions-in-forece are inainent. 
In addition, enactment of this proposal would facilitate the efforta of 
other agencies who are pPenaies to cut ee or neokganize ian cue near 
future. ‘ oe: 


the Office of Management and Budget advises that from the standpoint of 
. the Adninistration's program, there is no objection to ene submission OF 


ce oe proposal. 


. A agains ievtes is betas 1 sant to the President of the e Sonata. 
ay direction of the Commission: . . 


° Sincerely yours, °~ 


Alan &. Campbell 
-Caairnan 


Attachment 7 
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